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does not permit the amendment to vio-
late section 411(a)(9) (requiring that
the normal retirement benefit not be
less than the greater of any early re-
tirement benefit payable under the
plan or the benefit under the plan com-
mencing at normal retirement age),
section 411(a)(10) (if the amendment
changes the plan’s vesting rules), sec-
tion 411(d)(6) (other than elimination of
the right to an in-service distribution
prior to the amended normal retire-
ment age), or section 4980F (relating to
an amendment that reduces the rate of
future benefit accrual). This paragraph
only applies to a plan amendment that
is adopted after May 22, 2007 and on or
before the last day of the applicable re-
medial amendment period under
§1.401(b)-1 with respect to the require-
ments of §1.401(a)-1(b)(2) and (3).

(b) Example. The following example
illustrates the application of this sec-
tion:

(i) Facts. (A) Plan A is a defined benefit
plan intended to be qualified under section
401(a). Plan A is maintained by a calendar
year taxpayer and has a normal retirement
age that is age 45. For employees who cease
employment before normal retirement age
with a vested benefit, Plan A permits bene-
fits to commence at any date after the at-
tainment of normal retirement age through
attainment of age 70% and provides for bene-
fits to be actuarially increased to the extent
they commence after normal retirement age.
For employees who continue employment
after attainment of normal retirement age,
Plan A provides for benefits to continue to
accrue and permits benefits to commence at
any time, with an actuarial increase in bene-
fits to apply to the extent benefits do not
commence after normal retirement age. Age
45 is an age that is earlier than the earliest
age that is reasonably representative of the
typical retirement age for the industry in
which the covered workforce is employed.

(B) On February 18, 2008, Plan A is amend-
ed, effective May 22, 2007, to change its nor-
mal retirement age to the later of age 65 or
the fifth anniversary of participation in the
plan. The amendment provides full vesting
for any participating employee who is em-
ployed on May 21, 2007, and who terminates
employment on or after attaining age 45. The
amendment provides employees who cease
employment before the revised normal re-
tirement age and who are entitled to a vest-
ed benefit with the right to be able to com-
mence benefits at any date from age 45 to
age T0%. The plan amendment also revises
the plan’s benefit accrual formula so that
the benefit for prior service (payable com-
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mencing at the revised normal retirement
age or any other age after age 45) is not less
than would have applied under the plan’s for-
mula before the amendment (also payable
commencing at the corresponding dates),
based on the benefit accrued on May 21, 2007,
and provides for service thereafter to have
the same rate of future benefit accrual.
Thus, for any participant employed on May
21, 2007, with respect to benefits accrued for
service after May 21, 2007, the amount pay-
able under the plan (as amended) at any ben-
efit commencement date after age 45 is the
same amount that would have been payable
at that benefit commencement date under
the plan prior to amendment. The plan
amendment also eliminates the right to an
in-service distribution between age 45 and
the revised normal retirement age. Plan A
has been operated since May 22, 2007, in con-
formity with the amendment adopted on
February 18, 2008.

(ii) Conclusion. The plan amendment does
not violate section 411(d)(6). Although the
amendment eliminates the right to com-
mence benefits in-service between age 45 and
the revised normal retirement age, the
amendment is made before the last day of
the remedial amendment period applicable
to the plan under §1.401(b)-1 with respect to
the requirements of §1.401(a)-1(b)(2) and (3),
and therefore the amendment is permitted
under paragraph (a) of this A-12. Further,
the amendment does not result in a reduc-
tion in any benefit for service after May 22,
2007.

Thus, the amendment does not result in a
reduction in any benefit for future service,
and advance notice of a significant reduction
in the rate of future benefit accrual is not re-
quired under section 4980F.

[63 FR 26058, July 11, 1988]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §1.411(d)-4, see the List of
CFR Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.

§1.411(d)-5 Class year plans; plan
years beginning after October 22,
1986.

(a) Plan years beginning prior to 1989.
(1) The requirements of section
411(a)(2) shall be treated as satisfied in
the case of a class-year plan if such
plan provides that 100 percent of each
employee’s right to or derived from the
contributions of the employer on the
employee’s behalf with respect to any
plan year is nonforfeitable not later
than when such participant was per-
forming services for the employer as of
the close of each of 5 plan years
(whether or not consecutive) after the
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plan year for which the contributions
were made.

(2) For purposes of paragraph (a)(1) of
this section if—

(i) Any contributions are made on be-
half of a participant with respect to
any plan year, and

(ii) Before such participant meets the
requirements of paragraph (a)(1) of this
section, such participant was not per-
forming services for the employer as of
the close of each of any 5 consecutive
plan years after such plan year, then
the plan may provide that the partici-
pant forfeits any right to or derived
from the contributions made with re-
spect to such plan year.

(3) This paragraph (a) applies to con-
tributions made for plan years begin-
ning after October 22, 1986.

(b) Plan years beginning after 1988. (1)
The special class year vesting rule in
section 411(d)(4) was repealed by sec-
tion 1113(b) of the Tax Reform Act of
1986 (1986 Act). The repeal is generally
effective for plan years beginning after
December 31, 1988. See section 1111(e) of
the 1986 Act for a special effective date
rule applicable to certain plans main-
tained pursuant to collective bar-
gaining agreements.

(2)(i) This subparagraph (2) provides a
special rule for class year plans that
were in compliance with section
411(d)(4) immediately before the first
plan year beginning after section
411(d)(4) is repealed. These plans are
not required to retroactively compute
years of service under the general sec-
tion 411(a)(2) rules. Instead, a partici-
pant must receive a year of service for
each such prior plan year if the em-
ployee was performing services on the
last day of such year. Similarly, if the
participant was not performing serv-
ices on the last day of such years, the
participant will be treated as if a one-
year break-in-service occurred for such
plan year. This subdivision (i) applies
to plan years to which this section ap-
plies.

(ii) In the case of a plan year to
which §1.411(d)-3 applied, a class year
plan must compute years of service and
breaks in service in a manner con-
sistent with the rules in this paragraph
(b)(2)(1), giving appropriate regard to
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the statutory changes made to section
411(d)(4).

[T.D. 8219, 53 FR 31854, Aug. 22, 1988; 53 FR
48534, Dec. 1, 1988]

§1.412(b)-2 Amortization of experience
gains in connection with certain
group deferred annuity contracts.

(a) Experience gain treatment. Divi-
dends, rate credits, and credits for for-
feitures arising in a plan described in
paragraph (b) of this section are experi-
ence gains described in section
412(b)(3)(B)(ii) (relating to the amorti-
zation of experience gains).

(b) Plan. A plan is described in this
paragraph (b) if—

(1) The plan is funded solely through
a group deferred annuity contract,

(2) The annual single premium re-
quired under the contract for the pur-
chase of the benefits accruing during
the plan year is treated as the normal
cost of the plan for that year, and

(3) The amount necessary to pay in
equal annual installments, over the ap-
propriate amortization period, an
amount equal to the single premium
necessary to provide all past service
benefits not initially funded, together
with interest thereon, is treated as the
annual amortization amount deter-
mined under section 412(b)(2)(B) (i), (ii)
or (iii).

(c) Effective date. This section applies
for the first plan year to which section
412 applies that begins after May 22,
1981.

[T.D. 7764, 46 FR 6923, Jan. 22, 1981]

§1.412(b)-5 Election of the alternative
amortization method of funding.

(a) Alternative amortization method in
general. Section 1013(d) of the Employee
Retirement Income Security Act of
1974 provides an alternative method
which may be used by certain multiem-
ployer plans (as defined in section
414(f)) which were in existence on Janu-
ary 1, 1974, for funding certain un-
funded past service liability. The mul-
tiemployer plans which may elect to
use this alternative method are those
plans (1) under which, on January 1,
1974, contributions were based on a per-
centage of pay, (2) which use actuarial
assumptions with respect to pay that
are reasonably related to past and pro-
jected experience, and (3) which use
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